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TAGS: MARR, EFIN, IA, ABUD 

SUBJECT: YEN ACQUISITION FOR U.S. FORCES JAPAN 
JOINT STATE-DEFENSE-TREASURY MESSAGE 

1 . CINCPAC HAS INFORMED OSD THAT THE JAPANESE CHAIRMAN OF 
THE FINANCE SUBCOMMITTEE OF THE JOINT COMMITTEE IS PREPARED 
TO PROPOSE ABOLITION OF CURRENT INTERIM PROCEDURES FOR YEN 
ACQUISITION THROUGH BANK OF JAPAN FOR USFJ. USFJ WOULD 
HENCEFORTH ACQUIRE YEN ON THE COMMERCIAL MARKET. 

2. JAPANESE ARE TAKING THIS INITIATIVE APPARENTLY AS 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 088898 

RESULT OF DISCUSSIONS IN FEBRUARY IN WASHINGTON BETWEEN 
VICE MINISTER OF FINANCE MATSUKAWA AND UNDER SECRETARY OF 
TREASURY SOLOMON. THESE OFFICIALS AGREED THAT YEN EXCHANGE 
RATE SHOULD FREELY REFLECT SUPPLY AND DEMAND CONDITIONS. 
PRESENT USFJ ACQUISITION PROCEDURES RESULT IN NONMARKET 
TRANSACTIONS BECAUSE OF FACT THAT BOJ PLACES DOLLAR RECEIPTS 
IN ITS RESERVES, THEREBY INSULTATING THE MARKET FROM THIS 
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DEMAND FOR YEN WITH RESULTING DISTORTION OF THE MARKET RATE. 
ACCORDINGLY. THE JAPANESE ARE PREPARED TO PROPOSE ABOLITION 
OF THE 1971 INTERIM PROCEDURES. 

3. EMBASSY AND COMMANDER U.S. FORCES, JAPAN, ARE AUTHOR- 
IZED TO EXPLORE THIS SUBJECT AS APPROPRIATE WITH MINISTRY OF 
FINANCE AND WITH BANKS, INCLUDING THE CONSIDERATION OF 
VARIOUS TECHNIQUES FOR ACQUIRING YEN IN THE MARKET, AND 
PROVIDE REOCMMENDATIONS FOR EFFECTING CHANGE AS SOON AS 
POSSIBLE. 

4. DOD ALSO DESIRES THAT YOU EXPLORE THE POSSIBILITY OF 
AUTHORIZING MILITARY BANKING FACILITIES (MBFS) AS THE 
VEHICLE FOR ACQUIRING YEN ON THE MARKET. 

5. TREASURY, WITH DOD ASSISTANCE AS REQUIRED, IS DEVELOP- 
ING AND WILL PROVIDE INFORMATION CONCERNING CURRENCY 
ACQUISITION PROCEDURES FOR LOCAL CURRENCIES IN OTHER 
COUNTRIES BESIDES JAPAN. 

VANCE 
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